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UNITED STATES DEPARTMENT OF AGRICULTURE
Farm Service Agency
Washington, DC 20250

For:  State and County Offices

Requirements for Extensions of Direct Operating Loan (OL) Term Limits
Approved by:  Deputy Administrator, Farm Loan Programs

1 Overview

A
Background The Agricultural Risk Protection Act of 2000, Pub. L. 106-224, temporarily

suspended the direct OL term limitations until December 31, 2002.  The Farm 
Security and Rural Investment Act of 2002:

• does not continue the suspension of direct OL term limits, but does provide for
term limit extension under certain circumstances

• retains the suspension of guaranteed OL term limits until December 31, 2006.

Note: The direct farm ownership loan (FO) term limit of 10 years of outstanding
indebtedness remains unchanged.

B
Purpose This notice provides the requirements that must be met by borrowers to obtain a

1-time, 2-year extension of the term limits for direct OL loans.

C
Contact State Offices with questions about this notice or in need of assistance in securing

borrower training vendors, shall contact Kathleen Miller, LMD at 202-720-1643.
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2 Term Limit Extension Requirements

A
General
Requirements

A borrower who has reached the direct OL loan term limit may receive a 1-time, 
2-year extension by the loan approval official.  To receive the extension, a
borrower must:

• be unable to obtain credit elsewhere
• complete borrower training
• have a viable operation.

Notes:  A decision to not grant an extension is non-appealable.

All borrowers applying for a direct OL loan who have reached their direct
OL loan term limit will be considered for the 1-time, 2-year extension.  The
borrower does not need to request an extension.

In addition to the requirements for a complete application in section 1910.4
of FmHA Instruction 1910-A, all information needed to make a decision on
the extension must be received before the application is considered
complete.  Incomplete applications will be handled according to FmHA
Instruction 1910-A, section 1910.4(e).

Exception: A term limit extension is not needed if:

• the land the borrower farms is subject to the jurisdiction of an
Indian tribe

• the borrower’s security instruments are subject to the
jurisdiction of an Indian tribe

• commercial credit is not generally available for such a farm or
ranch.

Note: Whether land or security instruments are subject to the jurisdiction of an
Indian tribe must be verified with the Bureau of Indian Affairs.

B
Credit Elsewhere The borrower must:

• apply for credit from 2 commercial lenders
• be unable to get credit with or without a guarantee.
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2 Term Limit Extension Requirements (Continued)

C
Borrower
Training

If not already completed, the borrower will be required to complete financial
management training within the first year of the extension.

Notes: Previous waivers no longer apply.

Failure to complete financial management training will cause the borrower
to be ineligible for loans in the second year of the extension.

Production training may also be required.

D
Viable Operation A viable operation is a financially viable operation as defined in section 1924.54 of

FmHA Instruction1924-B.

Note: Both farm and nonfarm income will be included in the income of the
operation.

3 Borrower Notification

A
County Office
Action

County Offices shall send Guide Letter 1951-F-8 to all direct borrowers as soon as
possible.

Note: Guide Letter 1951-F-8 has been revised and is available in FSA PN Issue
No. 151, dated November 26, 2002.  It is available in a fillable format on
the FSA Intranet site at http://intranet.fsa.usda.gov/fsa, under the
“Forms” directory.

Reminders: Report Code (RC) 738-A provides loan information to assist in
determining a borrower’s remaining years of eligibility for direct
OL loans.

Direct OL loans made during the suspension timeframe, June 20,
2000, through December 31, 2002, count towards the term limits.

Note: Do not rely solely on the MAC automated system’s data in the Basic
Borrower Information section to provide the borrower’s remaining years of
direct OL loan eligibility.  Cross check with RC 738-A and follow Exhibit 7
of the MAC Users Guide to determine remaining years of eligibility.
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